CHAPTER 2A

INTRODUCTION TO THE
PERSONAL INCOME TAX,
CORPORATION TAX,
AND SALESAND USE TAX

The Personal Income Tax, Corporation Tax, and SalddJse Tax are the "Big Three"
of California taxes for several reasons. Firgtythre the largest sources of revenue.
Together they raised $90.5 billion in fiscal yela¥] 2006-07 (97.1% of all General Fund
revenues) and raised $92.7 billion in FY 2007-084% of all General Fund revenues).
(Source: Governor's Budget Summaries of 2008-@9Guovernor's Proposed Budget
Summary of 2009-10)

Second, they are more complex than most of the tdlkes. The Personal Income Tax,
for instance, has five different filing statusag,different tax brackets in each filing
status, and dozens of different tax credits andized deductions.

Third, these three taxes have the greatest impaCatifornia taxpayers. Nearly all
Californians pay the sales tax, and the FranchaseBloard (FTB) currently receives
about 16 million taxable returns each year fromf@adians who owe income tax.
Nearly all of California businesses pay some fofrthe Corporation tax.

The following chapters, therefore, devote many pdgehese three taxes. The unitary
method of taxation for multistate and multinationatporations, formally known as
Uniform Division of Income for Tax Purposes Act (UPA) is among the most
complicated of all provisions of California tax lamd is also discussed. The remaining
chapters are devoted to the other California taxes.

Readers may obtain additional information on tiages by calling the various

administrative agencies — FTB, Board of Equaliza{iBOE), and the Employment
Development Department (EDD).
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